After almost a decade of strong price appreciation, the housing market fell into a steep decline in 2007. By 2008, foreclosure filings on owner-occupied homes were surpassing record levels.
Introduction
The U.S. housing market entered a period of significant growth in the early 2000s, fueled by low interest rates and easy access to credit. The crisis that began in 2007 has had a significant impact at the household and community levels. Policymakers have been especially concerned about areas that have experienced disproportionately high foreclosure rates. For instance, one program that targets areas with high foreclosure rates is the Neighborhood Stabilization Program, which focuses on areas hit hardest by foreclosure and has provided grants to 254 communities (www.hud.gov/nsp/). Concerns about concentrated foreclosures stem from the associations between foreclosure and a host of negative outcomes. Foreclosure has been associated with blight as well as losses in tax revenue to local governments (Moreno 1995) . Scholars have also linked foreclosures to increases in violent crime . Furthermore, foreclosures have been associated with neighborhood destabilization and reductions in surrounding property values (Lin, Rosenblatt, and Yao 2009; Rogers and Winter 2009) . At the household level, people who lose their homes to foreclosure incur significant equity losses and often suffer displacement and housing instability (Erlenbusch et al. 2008) , as well as economic hardship.
Aside from these more readily observable impacts, the housing downturn may have an additional effect on renters. To the extent that households follow a progression from renting to owning, today's renters represent tomorrow's homeowners. intentions to purchase a home (2) renters' perceptions of the risks and benefits of homeownership; and (3) renters' interest in homebuyer counseling and education. The findings 6 are useful for policymakers, housing developers, and housing advocates in their future efforts to encourage affordable homeownership as the economy and housing market stabilize.
Literature Review
Four strands of literature shed light on how the housing downturn may affect renters' perceptions of homeownership. The first strand examines the negative impacts of foreclosure and declining home prices at the community level and to a lesser degree at the household level. The second strand analyzes the impact of foreclosure on renters' housing status. The third strand focuses on how perceptions and behavior respond to risk and negative events. The final strand of literature examines whether consumers' demand for advice and information increases in response to economic crises.
The impact of the housing downturn at the community and household levels
The housing downturn is associated with a host of adverse impacts at the community and households levels. Perhaps the most obvious economic and social costs include the loss of wealth and the reduced availability of credit. The loss of wealth caused by the housing downturn stems from losses in home equity, short sales, and foreclosures. The incidence of mortgage and tax foreclosures is associated with declining property values in areas proximate to foreclosures Schuetz, Been, and Ellen 2008) . Due to declining home values, communities with higher foreclosure rates receive less property tax revenue for public services at the same time the demand for public services increases. Apgar, Duda, and Gorey (2005) find that in addition to reduced tax revenues, foreclosures impose significant direct costs on local governments for services including inspections, court actions, and police and fire department efforts. In turn, increased allocations for these public services necessitate funding reductions for other municipal services. In the past, higher foreclosure rates have been linked to increased violent crime activity , which raises concerns that violent crime will increase due o the current housing downturn.
The downturn in the housing market, and in the broader economy, can have negative emotional effects at the individual and household levels, which may then harm social networks at the community level. A recent study, Bennet, Scharoun-Lee, and Tucker-Seeley (2009) suggests that the housing crisis may be linked to a range of adverse psychological and physical health outcomes including chronic stress and depression. Since individuals with lower socioeconomic status have greater and more severe exposure to foreclosure, they may have less access to resources to help them cope with foreclosure. Therefore, they may be especially vulnerable to the adverse health impacts of foreclosure (Bennett, Scharoun-Lee, and Tucker-Seeley 2009) .
Scholars have also found that feelings of limited personal control over a situation intensify depression (Benassi, Sweeney, and Dufour 1988) . Since individuals have no ability to stop home prices from declining, housing downturns may potentially exacerbate feelings of stress and depression. Nonetheless, there is little empirical research on the impact of the housing crisis on the social and emotional life of families. This stems in part from the difficulties associated with identifying and tracking families affected by foreclosure (Kingsley, Smith, and Price 2009) .
While the literature in this area provides insight into how foreclosure affects individuals and their communities, it does not directly address renters' response to downturns in the housing market.
However, it appears that to the extent renters and homeowners interact and discuss the local housing market at work, at school, and in other community contexts, the effects of the housing downturn influence renters' perceptions of homeownership. are more likely to be renters (Haurin, Herbert, and Rosenthal 2007) . Furthermore, the incidence of foreclosure is typically greater in low-income communities than in communities with higher incomes (Bostic and Lee 2008) . Thus, low-income renters may be particularly exposed to the negative impacts of foreclosure, either through first-hand experience or indirectly through friends, family members, or neighbors who are dealing with foreclosure.
Although this paper focuses on the potential harms of the housing downturn on renters, it must be noted that the foreclosure crisis has led to significant price reductions in the housing market. Along with policy initiatives including the $8,000 first-time homebuyer tax credit that was implemented in January 2009 (a $7,500 credit was available when the survey in this analysis was conducted), price reductions may encourage qualified renters to pursue homeownership.
Nevertheless, efforts to encourage homeownership and bolster the housing market likely have a greater impact on borrowers with higher incomes than on LMI renters who are the focus of this study. Low-income renters face many barriers to homeownership, including low levels of wealth, poor credit histories, and limited access to credit (Rosenthal 2002) . These factors may preclude them from taking advantage of current market conditions. Yet, for renters who can overcome the barriers to homeownership, the foreclosure crisis creates a unique opportunity to take advantage of a favorable pricing and policy environment.
How consumers' perceptions and behavior respond to risk and negative events.
Prior research on the effects of foreclosure on consumers' perceptions of homeownership is limited. However, there is literature that examines how other types of large-scale negative events impact consumer behavior and decision making. For instance, Giuliano and Spilimbergo (2009) find that macroeconomic shocks affect the formation of socioeconomic beliefs.
Individuals who live through an economic recession in early adulthood tend to believe that success in life depends more on luck than on hard work, are more likely to support government redistribution efforts, and have less confidence in public institutions. The effects of macroeconomic shocks continue to influence people into their 40s, after which time negative shocks appear to have less impact (Giuliano and Spilimbergo 2009) . In a study not directly related to economic crises, Västfjäll, Peters, and Slovic (2008) find that being reminded about a major environmental disaster leads to a more pessimistic view of the future and an increased perception of risk, even among individuals who are not directly affected by the disaster.
Together, these two studies indicate that individuals' perceptions shift in response to broad economic and social events. Consequently, these studies lend empirical support to the present hypothesis that the housing downturn has influenced renters' perceptions of homeownership.
Past studies have also found that behavior changes in response to negative events. Browne and Hoyt (2000) find that flood damages in the US are largely uninsured losses. Further, individuals tend to purchase flood insurance after a flood since their perceptions of the probability of experiencing losses due to a flood have shifted. More generally, individuals use past experience as a guide to mitigate negative risk and are influenced to purchase insurance if they know someone else who has purchased coverage (Kunreuther 1984) . Other large-scale negative events, including events related to financial markets, can also influence behavior. Osili and Paulson (2009) find that individuals who experience a systemic banking crisis are less likely to have bank accounts in the future. Chari and Jagannathan (1988) conclude that individuals assess bank performance and asset quality based on other investors' withdrawal decisions, even if nobody has adverse information about the bank. Overall, these studies demonstrate that negative events not only influence risk perceptions, but also encourage risk mitigating behavior.
Given that foreclosure is perceived as a negative event, one could hypothesize that potential homebuyers exposed to high rates of foreclosure alter their perceptions and behavior concerning future homeownership.
Consumers' demand for information and advice in response to economic crises
Given the potential impact of the housing crisis on socioeconomic beliefs and risk mitigating behaviors, individuals who desire to invest in a home may proceed more cautiously and seek more advice and information in an effort to reduce the risks of homeownership, rather than avoiding homeownership altogether. In a study of portfolio investors who were active during the Korean currency crisis of 1997, Kim and Wei (2002) find that investors' trading behavior is potentially related to differences in their information levels. The authors conclude that policies that encourage investors to acquire more information may be beneficial. Similarly, first-time homebuyers interested in investing in the housing market may benefit by acquiring more information and may behave differently than individuals who have less information. In the context of this study, renters may report increased interest in homebuyer education and counseling in response to the housing crisis.
Data
The data were collected using an online survey panel of renters ages 18 to 65 with household incomes under $75,000 in the nine county San Francisco Bay Area, which includes Alameda, Contra Costa, Marin, Napa, San Francisco, San Mateo, Santa Clara, Solano, and Sonoma Counties (see Table 1 ). Web-based surveys have grown in popularity in large part because they are cost-effective and relatively easy to administer (Lazar and Preece 1999) . Despite these significant advantages, web-based surveys are also prone to certain biases. In particular, incentive-driven web surveys may suffer from selection bias since participants self-select into the sample. Individuals who elect to take an incentive-driven web survey likely differ from individuals who do not elect to take the survey, which raises concerns about the survey's generalizability. Online survey respondents often differ in terms of socioeconomic status, ethnicity, and education relative to the general population, which includes individuals who lack internet access (Andrews, Nonnecke, and Preece 2003). As mentioned above, Zoomerang is cognizant of these concerns and reaches out to individuals who lack internet access in an effort to broaden its panel. Despite concerns about the sample's composition, this analysis is primarily focused on within sample differences based on neighborhood and individual characteristics. Even if the overall sample is biased on observable factors, within sample correlations with demographic and market factors should still be valid indicators of the direction and magnitude of within group differences. Generalizations to broader populations obviously must be approached more cautiously.
The data provide a snapshot of how trends in the real estate market shape renters' opinions of homeownership. This analysis assesses how home prices and foreclosures in consumers' neighborhoods influence their intentions to purchase a home, their assessments of the risks and benefits of homeownership, and their interest in advice and information concerning homeownership, as well as how these outcomes vary by demographic characteristics. These measures provide an indication of renters' perceptions of homeownership in the midst of the housing downturn that began in 2007. As leaders in the housing industry and policymakers focus on mechanisms to spur a recovery from the housing market's collapse, the results of this analysis can be instructive for forming outreach and product development strategies.
Based on probability theory, the net expected value of homeownership can be assumed to follow a generalized form: Net Expected Value = (benefit)*(θ) -(cost)*(1-θ), where θ is the probability of owning a home without experiencing a foreclosure or realizing a loss in home equity. If problems in the housing market lead to a decrease in the expected probability θ, then the expected value of owning a home will decrease. We do not directly observe respondents' net expected value of homeownership, but we measure several dependent variables that serve as proxies of the net expected value of homeownership. Table 2 provides summary statistics of the survey responses. The outcome measures examined in the analysis are described below.
Renters' intentions to try to purchase a home and their perceptions of the risks and benefits of homeownership
The survey asked participants for their self-reported likelihood of trying to purchase a home within six, 12, and 36 months following the survey. All else equal, each of these responses provides an indication of the net expected value of homeownership. Respondents indicated the likelihood they would try to purchase a home on a 10-point scale, with 10 indicating the individual is very likely to try to purchase a home and 1 indicating the individual is not at all likely to try to purchase a home within the given time period. The mean response increases from 2.5 for the six month period to 3.2 and 5.4 for the 12 and 36 month periods, respectively. Next, the survey asked renters for their subjective estimates of the probability that people who purchase a home will: (a) lose their home to foreclosure within 12 years ("out of 1,000
people who buy a home this year, how many will lose their home to foreclosure within 12 years?") and (b) be able to sell their home for more than they paid for it ("out of 1,000 people who buy a home this year, how many will be able to sell it for more than they paid for it?"). On average, respondents reported that 338 people out of 1,000 will lose their home to foreclosure within 12 years and that 403 people out of 1,000 will ultimately be able to sell their home for more than they paid for it. Both of these estimates accord with past research which finds that subjective probabilities of negative events tend to be poorly estimated (Fox and Clemen 2005) .
For instance, the cumulative probability of a subprime homebuyer losing a home to foreclosure is estimated at around 200 out of 1,000 (Gerardi, Shapiro, and Willen 2007) . Thus, regardless of the current housing downturn, survey respondents likely overestimated the number of homebuyers who will lose their homes to foreclosure. Likewise, the probability of selling a home purchased in 2008 at a loss is quite low, especially if homebuyers sell their homes several years later. Historically, average home price appreciation five years after purchase based on repeat sales has never been negative and in fact has never been less than 10 percent in total growth in nominal terms since 1970 (Freddie Mac 2009).
Another dependent measure that pertains to renters' perceptions of the risks and benefits of homeownership is a ratio of respondents' ratings of four benefits of owning a home (question 16 in the Appendix, α=.858) to their ratings of four risks of homeownership (question 15 in the Appendix, α=.828). The four benefits of homeownership included in this ratio are having more control over one's housing, price appreciation, personal pride/sense of achievement, and stable housing costs. The four risks included in the ratio are paying too much for a house, failing to qualify for an affordable mortgage, struggling to keep up with repairs and maintenance, and being unable to keep up with payments. The measures in both of the scales that comprise the ratio were recoded such that a higher response indicated greater perceived risks for the risk measures and greater perceived benefits for the benefit measures. Overall, 45 percent of respondents had higher scores on the scale of risk items than on the scale of benefit items.
Renters who reported more risks and fewer benefits are assumed to be less likely to perceive homeownership as a net benefit.
Two other survey questions provide further insight into renters' perceptions of homeownership. One questions asked renters how likely they would be to recommend that a friend purchase a home in the respondent's current neighborhood. This question is a direct measure of renters' perceptions of their neighborhoods rather than of homeownership in general.
Responses were measured on a 4-point scale, with 4 being "very likely" and 1 being "not at all likely." The mean response was 2.7, suggesting that respondents had relatively positive perceptions of their current neighborhoods. The final dependent measure of renters' perceptions of homeownership asks respondents to rate how difficult it would be to qualify for a mortgage if they entered the housing market. Responses were again measured on a 4-point scale, ranging from 1 "very easy" to 4 "very hard." The mean response was 1.9, which suggests that renters were relatively confident about the prospect of obtaining financing should they enter the housing market. Nevertheless, the credit crunch that followed the housing downturn began affecting consumers in the late fall of 2008, which was after the survey was administered. Therefore, respondents may have assumed that obtaining mortgage financing would be easier than they would have had the survey been administered at a later point in time. Renters may perceive disruptions in the credit market as a barrier to homeownership. Since the survey was conducted before the credit crunch, the survey responses may not fully reflect the impact of the credit crunch on renters' perceptions of homeownership.
Renters' interest in homebuyer education and counseling
To assess whether renters' interest in information and advice concerning homeownership increased in response to the housing downturn, the survey asked renters about their interest in and willingness to partake in homebuyer counseling and education. The literature review indicated that individuals seek more information and engage in risk mitigating behaviors during economic downturns. Two measures test whether this is the case in response to the housing crisis. First, the survey asked respondents whether their interest in taking a workshop or getting counseling before buying a home had increased during the past 12 months. Overall, 22 percent of respondents reported that their interest in such programs had increased. In addition, the survey asked respondents how much they would be willing to pay for homebuyer classes and/or counseling. Responses to this question were recoded into a binary variable that indicates whether renters were unwilling to pay anything or were willing to pay at least $1 for homebuyer education and/or counseling. Fifty-four percent of respondents reported that they would be willing to pay at least $1 dollar, which indicates that a majority of respondents were interested in, and in this case willing to pay for, information and advice leading up to homeownership.
Empirical framework
The primary hypotheses in this analysis are:
H.1. The expected net value of homeownership is lower for renters who live in areas that were more negatively affected by house price declines and foreclosures, as well as for renters from demographic segments of the population that were most affected by negative outcomes in the mortgage market.
H.2. Self-reported willingness to seek homebuyer education is higher for renters who live in areas that were more negatively affected by house price declines and foreclosures, as well as for renters from demographic segments of the population that were most affected by negative outcomes in the mortgage market.
This empirical framework results in a specification, shown in Eq. 1 below, in which Y is one of the eight dependent variables that relates to renters' intentions to purchase a home and their perceptions of the risks and benefits of homeownership: renters' self-reported intent to try to purchase a home in six, 12, and 36 months (three 10-point scales); the subjective probability of selling a home for more than the purchase price (out of 1,000); the subjective probability of losing a home to foreclosure within 12 years (out of 1,000); the likelihood renters would recommend that a friend purchase a home in their current neighborhood (4-point scale); the perceived ease of qualifying for a mortgage (4-point scale); and a ratio indicating that the A second specification is modeled where γ is one of the two dichotomous indicators related to the respondent's interest in homeownership classes and counseling. One dichotomous variable indicates whether the respondent's interest in taking a workshop or getting counseling before purchasing a home increased during the past year, and the other dichotomous variable indicates whether or not the respondent is willing to pay at least $1 for homebuyer classes and/or counseling. The independent variables in this specification are similar to those included in Eq. 1, with the addition of two subjective measures: renters' self-reported knowledge of mortgages and interest rates, and their perceptions of the difficulty of qualifying for a mortgage. Both of these measures would be endogenous if included in Eq. 1, but knowledge levels and the perceived ease of obtaining financing have an explanatory role in renters' interest in and take-up of homebuyer counseling and education programs. This specification is illustrated in Eq. 2 below:
In both Eq. 1 and Eq. 2, the coefficients β1 through β7 indicate the direction and significance of demographic factors that may influence perceptions of homeownership, intentions to try to purchase a home, and interest in counseling and education. The coefficients β8 to β11 provide insight into how zip code level factors affect the outcomes. Of particular interest are β10 and β11, which measure price changes and contemporaneous foreclosure rates at the zip code level.
The independent variables were selected because they might affect renters' perceptions of homeownership, their intentions to purchase a home, and/or their interest in homeownership counseling and education. Beginning with the variables that control for demographic characteristics, each respondent's age (AGE) is recoded 1 for ages <35, 2 for ages 36-45, 3 for ages 46-55, and 4 for ages 56+. The mean age based on these categories is 2.4. Age is controlled for because homeownership is generally more likely for older households. A related control variable is the amount of time (TIME) the respondent has lived in his or her rental unit. The amount of time is recoded 1 for <1year, 2 for 1-3 years, 3 for 4-5 years, 4 for 6-10 years, and 5 for more than 10 years. Based on these categories, the mean amount of time renters had spent in their rental units was 3.07. Longer tenure in one's rental unit suggests more permanent housing and a lower likelihood that the renter will seek to own a home compared to renters who made recent housing transitions. A binary variable indicates whether the respondent is of a minority race/ethnicity (MIN), which includes Hispanic/Latino respondents. Thirty-six percent of respondents were of a non-White race/ethnicity. Race/ethnicity is included because homeownership is less likely among racial and ethnic minority groups, even after controlling for income and other factors. A related variable indicates whether English is the primary language spoken in the respondent's home, which is suggestive of immigrant status and perhaps familiarity with mortgage and housing markets. Ninety-six percent of respondents primarily speak English at home. A variable for the respondent's household size (HHSIZE) is included and represents the total number of people who live in the renter's household. Household size is included to control for household type and the respondent's demand for owner-occupied housing and related amenities. The mean household size was 2.4.
Two control variables serve as proxy measures of respondents' financial capacity to purchase a home. One of these variables is a binary variable that indicates whether the respondent missed a rent payment or paid a late fee on rent during the past two years (MISSED), which is a probabilistic measure of the likelihood that the renter has reduced credit quality and would therefore be a subprime borrower in the mortgage market. Seven percent of respondents reported missing a rent payment or paying a late fee. The other proxy measure of renters' capacity to purchase a home is their income level (INCOME), which is coded categorically 1 to 8 (1 = less than $12,000, 2= $12,000 -$24,000; 3=$24,001-$36,000; 4=$36,001-$48,000; 5=$48,001-60,000; 6=$60,001-$72,000; 7=$72,001-$84,000; 8= more than $84,000). The mean income level was 3.4, which falls in the range of $40,000 -$50,000, though this is an estimate based on the categories.
As noted above, the specification in Eq. 2 includes two additional control variables that were excluded from Eq. 1 because they would have been endogenous. One of these variables is the respondent's perception of the ease of qualifying for a mortgage (EASE), which is coded categorically, ranging from 1 "very easy," to 4 "very hard." The mean response was 1.9, suggesting that respondents were relatively confident about the ease of qualifying for a mortgage. The other variable added in Eq. 2 is the respondent's self-reported knowledge of mortgages and interest rates (KNOW). Self-reported knowledge was indicated on a 5-point scale, ranging from 1 "nothing" to 5 "a lot," with a mean of 3.4. Table 3 displays the results for the eight regressions related to renters' intent to purchase a home and their perceptions of the risks and benefits of homeownership. Beginning with renters' intent to purchase a home, Figure 2 indicates that the mean intent to purchase a home increases as the time period is extended from six to 36 months. Personal income is the only individual characteristic that is a statistically significant predictor of renters' intent to purchase a home across all three time periods. As expected, income is positively associated with intent to purchase a home. The variable indicating that English is the primary language in the renters' home is positive and large in magnitude in the models for intent to purchase a home in six and 12 months, but not in 36 months. In the 36 month period, age and household size are statistically significant in the expected directions. Age is negatively associated with intent to purchase a home in 36 months, and household size is positively associated with intent to purchase a home in this timeframe. Turning to zip code level factors, homeownership rate is negatively associated with renters' intent to purchase a home within six and 12 months, which is contrary to the earlier prediction. One explanation for this unexpected finding is that renters who live in areas with more single family homes, as well as renters who live in more desirable areas, may be less interested in buying a home and moving in the short run. The coefficients for zip code level foreclosure rates and housing prices are not statistically significant; therefore, the findings for two coefficients do not accord with Hypothesis 1 concerning renters' intent to buy a home. 
Results

Figure 2
There are several interesting results related to the perceived likelihood that homebuyers will be able to sell their home for more than they paid and that people who buy a home will lose their home to foreclosure within 12 years. Beginning with the likelihood that homebuyers will be able to sell their home for more than the purchase price, minority respondents are much less likely to expect that homebuyers will be able to sell their homes for more than they paid (-104/1,000, or a 25% marginal effect relative to the overall mean). Likewise, respondents who primarily speak English at home are more pessimistic that homebuyers will be able to sell their homes for more than the purchase price (-133/1,000, or a 33% marginal effect). The effect of each of these variables is sizeable, as both are about one-third of a standard deviation in magnitude. The impact of foreclosures at the zip code level on the perceived likelihood of selling a home for more than the purchase price is also statistically significant in the direction predicted.
The magnitude of the effect of the zip code foreclosure rate is relatively small (-17/1,000).
However, the coefficient for the zip code foreclosure rate is cumulative. For example, the coefficient indicates that renters who live in a zip code with a 10% foreclosure rate predict that 170 fewer homebuyers (out of 1,000) will be able to sell their homes for more then they paid, relative to the predictions of renters who reside in zip codes with no foreclosures. In contrast to the statistical significance of the zip code foreclosure rate, the coefficients for zip code level homeownership rate, log income, and changes in home values are not statistically significant in the model of the perceived likelihood of selling a home for more than the homebuyer paid.
Regarding respondents' expectations of the number of homebuyers who will lose their homes to foreclosure within 10 years, four individual characteristics are statistically significant: age is negatively associated with the perceived likelihood of foreclosure, minority race is positively associated with the perceived likelihood of foreclosure (55/1,000, or a 16% marginal effect relative to the mean), time in one's home is positively associated with the perceived likelihood of foreclosure, and personal income is negatively associated with it (as income rises, the subjective prediction of foreclosure is reduced 25/1,000 for each income level). The negative association between age and the expected rate of foreclosure may indicate that greater experience levels lead to lower risk perceptions. The incidence of foreclosure is the only statistically significant zip code level variable related to the perceived likelihood of foreclosure. Higher foreclosure rates are associated with increases in the perceived likelihood that homebuyers will lose their homes to foreclosure within 12 years. The size of this effect is small (11/1,000 with a 3.2% effect for each one percentage point increase in the zip code's foreclosure rate relative to the mean), but again the predicted impact of a neighborhood's foreclosure rate is cumulative.
These findings are generally consistent with Hypothesis 1 and suggest that lower-income renters, minority renters, and renters who live in areas with higher foreclosure rates are more pessimistic about the likelihood of foreclosure within 12 years of purchasing a home. Higher income levels are related to lower expectations of foreclosure, which may be expected given the greater financial security that often comes with a higher income. However, the coefficient for income at the zip code level is not statistically significant. Table 3 displays the results concerning the likelihood renters would recommend that a friend purchase a home in the renter's current neighborhood, the likelihood that a scale of four benefits of homeownership exceeds a scale of fours risks of homeownership, and the ease of obtaining a mortgage. In terms of individual characteristics, recommending that a friend purchase a home in the renter's neighborhood was positively associated with personal income and primarily speaking English at home. Both of these associations corresponded with the original hypotheses. At the zip code level, only foreclosure rate was related to the likelihood that renters would recommend purchasing a home in their neighborhood. Renters in zip codes with higher foreclosure rates are less likely to recommend buying a home in their current neighborhoods. Turning to the scale that compares the risks and benefits of homeownership, only three factors are statistically significant, each of which was an individual characteristic. Personal income is associated with a higher likelihood of reporting that the benefits of homeownership exceed the risks. In contrast, minority status and time in one's housing unit are associated with a higher likelihood of reporting that the risks of homeownership are greater than the benefits. Each of these three associations corresponds with the original predictions. The perceived ease of qualifying for a mortgage is positively associated with higher personal income and primarily speaking English at home. Missing a rental payment is negatively associated with the perceived ease of obtaining a mortgage, with an effect greater than one standard deviation. None of the zip code level variables are associated with the perceived ease of obtaining a mortgage. Table 4 displays the results for the two variables related to renters' perceptions of housing counseling and education: the change in the renter's interest in counseling during the past year and the renter's willingness to pay for counseling prior to purchasing a home. Renter's willingness to pay is recoded into a binary variable that indicates whether or not the renter is willing to pay any amount ($1 or more) for counseling. Increased interest in counseling is only associated with living in a zip code with a higher homeownership rate. This finding may suggest that renters in areas with higher homeownership rates aspire to own a home like their neighbors and are looking for assistance to help them navigate the process. However, the estimated coefficient is quite small in magnitude. Renters' willingness to pay for counseling is only related to personal income. As respondents' income levels increase, they are more likely to be willing to pay at least $1 for counseling.
Discussion and analysis
The results suggest that renters generally remain optimistic about trying to buy a home, especially within three years. Relatively higher levels of foreclosure in a zip code are associated with lower expected benefits and greater expected risks of homeownership, even after controlling for observed respondent characteristics and other zip code factors. The more frequent the incidence of foreclosure is in a neighborhood, the more negative the individual's perceptions.
In addition, areas with higher foreclosure rates are less likely to be recommended as places to buy a home. One particularly interesting result is that individuals likely overestimate the risks of foreclosure. Despite the housing downturn, historic data indicates that even the riskiest groups of mortgage borrowers are unlikely to lose their home to foreclosure at the mean predicted rate of 33%. However, these surveys were conducted relatively soon after the media's intense attention on subprime foreclosures, and as a result, they may not provide an indication of renter perceptions of the risks of homeownership during preceding periods.
In general, individual characteristics were somewhat predictive of expectations of and attitudes towards homeownership. Higher income levels were significant in several models, as individuals with higher incomes generally had lower risk perceptions and associated homeownership with higher net expected benefits. The negative association between income and individuals' risk perceptions of homeownership is likely due to the link between higher income levels and the perceived ease of qualifying for a mortgage. Individuals with higher incomes are less likely to obtain subprime mortgage products, thus reducing their exposure to the risks associated with these types of loans.
There is no evidence that renters have responded to the housing downturn with increased interest in homebuyer counseling. Given that interest in financial counseling is influenced by an individual's time preferences, patience, and willingness to invest in the future (Meier and Sprenger 2008) , it is logical that market conditions would not lead to an increased interest in homebuyer counseling. Interestingly, individuals with higher income levels are more willing to pay for counseling, but their interest in housing counseling did not increase during the past twelve months than individuals with lower incomes; this could indicate that these individuals recognize the importance of homebuyer counseling but are not motivated to change their behavior.
Policy implications
Renters remain fairly optimistic about owning a home, particularly in the longer term, suggesting that additional policy initiatives aimed at increasing demand among first-time homebuyers may be less important. For example, Congress extended the homebuyer tax credit through April 30, 2010, but further efforts to spur demand among first-time homebuyers may be unnecessary. The likelihood of purchasing a home, in both the short and the long term, is significantly impacted by income, suggesting that increasing affordability over the life of the mortgage should be an important policy goal. This study also demonstrates that neighborhoods with higher concentrations of foreclosures are less in demand. Policies such as the Neighborhood Stabilization Program (NSP) are important for increasing the demand for homes and preventing further disinvestment in areas impacted by foreclosure. Additional NSP-type strategies may be important tools for restoring demand in neighborhoods that were severely impacted by the foreclosure crisis. A key question remains whether affordable areas that attract first-time homebuyers are able to stabilize and recover as fast as higher-cost neighborhoods, or if the current crisis has set off a downward spiral of disinvestment.
This study also demonstrates that individuals do not predict risk very well, and in fact are overly pessimistic about homeownership, yet they are still generally inclined to purchase a home in the future. This suggests that efforts are needed to better educate potential homebuyers about the true risks and benefits associated with homeownership. Current market conditions, including changes in home values or foreclosure rates, appear to have no effect on changes in the demand for homebuyer counseling. Thus, efforts to increase the take-up of homebuyer counseling should not assume that the housing crisis alone, or other market conditions, will automatically motivate individuals to seek counseling.
Conclusion
This study utilizes a unique dataset that captures renter perceptions of homeownership in the midst of the worst housing crisis in recent history. The survey focused on a sample of low-tomoderate income renters in the San Francisco Bay Area. This geographic area was heavily impacted by the boom and bust cycle of the current housing crisis, but to a much more moderate degree than the more extreme cases of Las Vegas or Miami. The survey instrument measured a number of important variables including estimations of homeownership risk and renters' intent to purchase a home, which could then be modeled against zip code specific factors including foreclosure rates and changes in home values.
The findings show that foreclosure rates and changes in home values at the zip code level do not appear to significantly impact renters' intent to purchase a home in the future. While interest in purchasing a home in the near term (six months to one year) is low, respondents indicated stronger interest in purchasing a home within the next three years. Not surprisingly, a higher incidence of foreclosure at the zip code level is associated with a more pessimistic view of the risks of homeownership. Additionally, renters' expectations of the likelihood of foreclosure are negatively related to age, positively related to minority race, and negatively associated with income level. There is no evidence that the housing crisis is leading to an increased interest in homebuyer counseling, suggesting that financial educators cannot assume that homebuyers will automatically become more motivated to seek counseling as a result of the crisis.
While these findings are timely and instructive for policymakers, community developers, and financial educators, interpretation of this analysis requires some caution. The survey provides a snapshot of renter sentiment at one point in time in one urban area, and as a result, may not be generalizable to broader populations. Additionally, the survey responses provide indications of individuals' intentions but not of their actual behavior. Future research that measures the actual purchase decisions of current renters living in neighborhoods heavily impacted by the foreclosure crisis would provide further insight.
